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STATEWIDE TRENDS

Montana's Economy: Factors & Forecasts
by Paul E. Polzin

A ll o f Montana’
s urban areas will grow during the next few
years, reversing the last decade’
s general declining trend. As
Figure 3 shows, Flathead and Missoula counties will lead the
pack, with Gallatin and Y ellow stone close behind. Som e rural

counties in the west (i.e., Ravalli and Park) may also grow at a
fairly fast clip. But, in general, rural areas will experience a
much slower increase. Individual counties, especially in the
eastern portions o f the state, may stagnate or even decline.
W hy are Montana’
s urban areas grow ing fastest? Specific
factors in each o f the largest cities are covered elsewhere in this
issue. However, tw o underlying trends affect them all.
• First, service industries are accounting for an ever larger
share o f labor income, both nationally and here in Montana.
Moreover, service firms such as health care and business ser
vices—tw o especially fast-growing segments o f the state
econom y—tend to locate in larger urban markets. So it’
s no
w onder Billings’econ om y is prospering relative to Hardin’
s.
• Retail trade, another m ajor com ponent o f service indus
tries, also concentrates in larger urban markets and usually at
the expense o f rural areas. This is nothing new, o f course.
Abandoned stores and withering commercial areas have long
been a feature o f small tow n Montana, and other parts o f the
west. Wal-Mart and chain discounters are sim ply the most
recent and visible players in this on goin g econ om ic drama.
Supermarkets and shopping malls played the same role in their
day.
A m ore detailed lo o k at activity levels in Montana’
s service
industries begins on page 6 o f this issue. A lso in this issue,
experts on agriculture, tourism, and w o o d products provide
thorough analysis and forecasts for their respective sectors.
Follow ing are labor incom e trends in Montana’
s basic indus
tries, and what they may portend for the overall state economy.

Figures 1 & 2
Nonfarm L a bor Income, Average Annual Grow th Rate,
Montana, 1990-1997

Nonfarm L abor Income, Average Annual Grow th Rate,
United States, 1990-1997

Sources: Bureau o f Business and Economic Research, The University of
Montana; and Bureau o f Economic Analysis, U.S. Department o f Commerce.

Sources: The WEFA Group; and Bureau o f Economic Analysis, U.S.
Departmentof Commerce.

fter tw o years o f outpacing prevailing national
grow th rates, Montana’
s statewide econom y
J L JR- leveled o ff in 1994. Data for last year point to a
roughly 2.0 percent rise in nonfarm labor incom e for the state,
while the national rate zoo m ed to 4.1 percent (Figures 1 and 2).
Rapid grow th has prom pted the Federal Reserve System to
raise interest rates. M ost observers expect this will dampen
econ om ic activity nationwide over the next few years—but not
induce another recession. H ere in Montana, lo o k for a fairly
stable overall growth rate o f about 1.6 percent in 1995 and
1996, then a slight acceleration to 2.5 percent in 1997 if several
major mining and manufacturing projects currently in the
works actually materialize.
T w o important caveats before w e lo o k at regional econ o
mies within the state. Statewide averages such as those cited
above are extremely useful for comparisons and as an index of
overall econ om ic activity, but such averages can—and d o—
mask a tremendous variability in local conditions. Moreover,
county-level projections are somewhat less precise than statelevel forecasts and the margin o f error somewhat broader.
W e’
re confident o f the validity o f what follows, but d on ’
t
make b o o k on the last decimal place.

Regional Differences
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Figure 3
Annual Rates o f Change in Nonfarm Labor Income, 1993-1997
Percent

Source: The WEFA Group; Economics Montana, Bureau o f Business and Economic Research, The University
o f Montana.

Major Sectors

A griculture. Farms and ranches still com prise Montana’
s
largest basic industry, and 1993 was a banner year for agricul
tural producers. Associated labor incom e was the highest in a
decade. Even after correcting for inflation, 1993 was the best
since the very g o o d farm years o f the early 1970s.
Although w e expect som e leveling o ff in the next year or
two, farm labor incom e should remain well above the last
decade’
s averages (Figure 4). In fact, given this trend, it now
appears that the mid-1980s were an anomaly, with droughts
and other factors depressing farm profitability. O f course, farm
forecasts are always som ething o f a fo o l’
s errand. T o o many
unpredictable variables (insects, weather, international crises)
play a role in this sector’
s performance.
A gricultural services, forestry, and fisheries. This is the
first year w e’
ve highlighted this industry, and, frankly, we
aren’
t quite sure h ow to characterize it. O n one hand, its
activities may be so closely tied to agriculture that it becom es a
basic industry. O n the other, this expanding sector includes
veterinary medicine, and m ost o f the state’
s new vets are
treating cats and dogs, not horses and cows.
H ow ever w e classify it, though, this industry is very fastgrowing. Statewide, related labor incom e has doubled in the
last ten years (see Table 1, page 6, for incom e levels since 1990).
M ining. Long range prospects for this industry lo o k good,
given the apparent econ om ic b o o m in many parts o f the globe.
Asia continues to expand. South America is embracing the
market economy. The form er socialist counties have ended
their econ om ic freefall. A nd Japan and the European econom ic
titans are emerging from recession.

Accelerated w orldw ide grow th w ill put upward pressure
on com m odity prices, including minerals. As w orld prices rise,
Montana’
s resources becom e m ore valuable, and new projects
will be started.
Developers have been talking about a variety o f projects
throughout the state. Several have even begun the permitting
processes, w hich w ou ld enable them to hit the ground running.
W e have n o inside information nor can w e guess which
projects will actually materialize, but if w orld prices rise,
mining activity will increase in this state. Som e proposed
Montana projects are big, involving large investments and
significant construction.
C onstruction. N ew construction, both residential and
business, fueled much o f Montana’
s econ om ic rebound in the
early 1990s. From 1991 to 1993, lo w interest rates and deferred
projects from the 1980s spurred construction activity. W e look
for continued strong performance in construction, though the
mix will change.
Given the rising interest rates in 1994 (and perhaps beyond),
we expect residential and commercial construction to fall off.
What will replace that activity? Governm ent and industrial
projects. Governm ent construction, o r “
infrastructure replace
ment,”will include new buildings on various Montana
University System campuses and highway repair. Moreover,
any o f the new mining and/or industrial ventures currently
planned across the state w ould also involve considerable
construction activity.
M anufacturing. Montana’
s manufacturing sector is
dominated b y the w o o d products industry, which faces an
uncertain future. Further supply reductions are possible, and
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Finance, insur
even with high prices
ance, and real estate.
and increasing labor
Figure 4
W e lo o k for future
Nonfarm L abor Incom e & Labor Incom e in Basic Industries,
intensity, an overall
Montana,
1969-1997
increases in line with
decline in w o o d
overall
econom ic
products may still
Bill ions o f1993 Dollars
grow th rates. Significant
occur. In addition, a
staff reductions and
number o f the state’
s
dow nsizing at financial
large manufacturing
institutions occured
plants, other than
during the 1980s, and
w o o d products, are
while som e structural
aging and face a variety
issues (mostly branch
o f market and environ
office relationships)
mental problems.
must still be resolved at
The rest o f
the national and state
Montana’
s manufactur
levels, w e expect that
ing sector—a number
most o f the restructur
o f small and medium
ing is over.
sized firms producing a
Similarly, we
variety o f value-added
expect moderating real
and high-tech prod
estate markets in the
ucts—will continue to
state. Recent b o o m spots
grow. Unfortunately,
are reporting low er
this growing segment
activity levels as interest
w on’
t make up for the
Sources: Bureau of Economic Analysis, U.S. Department o f Commerce; and Bureau
rates rise, and as the
declines elsewhere in
o f Business and Economic Research, The University of Montana.
median hom e price
manufacturing. Finally,
climbs.
several proposed
Services. Recent grow th in Montana’
s health and business
manufacturing projects, if actually built, w ould em ploy
service industries reflect national trends m ore than responses
significant construction and operations personnel.
to local events. W e expect slightly smaller increases in these
Transportation, com m unications, and pu b lic utilities.
sectors.
The go od news here concerns railroads, not passenger rail but
Rapid growth in another segment o f this category, recre
freight lines. Deregulation has given railroads the opportunity
ation services, has probably resulted as much from changes in
to innovate and com pete with other forms o f transportation.
Montana’
s gambling laws—and thus in data collection patterns
The net result is that after decades o f closures and declines, rail
—as from raw increases in activity levels. Eating and drinking
freight companies have stabilized and may even add employees
establishments which also have casino facilities are n ow treated
to their Montana operations in the next couple o f years.
as part o f amusement and recreation places rather than as an
O ver the lon g term, w e lo o k for rail freight to maintain its
element o f retail trade.
share o f the national transportation market and to grow in line
G overnm ent. Given the current push for smaller govern
with national transportation needs. H ere in Montana, our
transportation sector will also reflect the positive impact o f
ment, it seems likely that the federal presence in Montana (in
increased Canadian and N orth American trade.
terms o f programs, employees, and total dollars) will shrink,
both in the short run and over the lon g haul. O n e prime
Retail and wholesale trade. As mentioned earlier, the
example o f this trend, involving several hundred workers and
chain discounters have found Montana. Although certain local
millions o f dollars in labor incom e and local expenditures, is
markets will be significantly affected b y the proliferation o f
the Forest Service Regional O ffice in Missoula. While it has
these discounters, the statewide impact will be small. The
been recommended for com plete closure, w e’
re not certain yet
trend toward consolidation into trade centers will continue,
if that will happen. At the very least, w e expect fewer workers
benefitting on ly the larger urban areas.
overall, and fewer (well-paid) senior administrators.
Wholesale trade is another story. It, too, is concentrating in
larger cities, but generally not in Montana. Increasingly,
What about state and local governments? W e’
re skeptical o f
wholesalers in our region are migrating to Spokane, Denver,
significant cuts. As noted elsewhere in this issue, almost all
and Salt Lake City. Billings is the on ly Montana city with any
Montana’
s non-federal government em ploym ent growth in
recent years has been associated with education. Demographic
significant wholesale trade activity. After serious declines in
Montana’
s wholesale trade during the 1980s, this sector seems
factors suggest continued enrollment increases.
to have stabilized at new, much low er levels.
Finally, there’
s the matter o f Malmstrom Air Force Base. A
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proposed cut o f about 1,000 job s was announced as w e went to
press. This is on ly the first step in a fairly lon g process and
even if finally approved, the cuts may not materialize until
after 1997. So w e’
re assuming short term stability and predict
that federal support o f M almstrom will remain at current
levels though 1997.

People and Payrolls

Table 1
Population, C om ponents o f Change, and Percent Change,
United States and Montana, 1990-1994
Montana
1990population
1994population

799,000
856,100

248,143,000
260,662,000

Natural increase
Births 90-94
Deaths 90-94

17,600
46,000
28,400

7,797,000

16,432,000
Trends in population and incom e can help us understand
8,635,000
Montana’
s long-term prospects. They aren’
t the on ly influ
Net migration
39,500
4,722,000
ences on our econ om ic future, o f course, but their direction
and magnitude can tell us a lot about the shape o f things to
Average annual
come.
percent change
1.7%
1.2%
Table 1 presents Montana and U.S. population data for the
Sources: U.S. Department o f Commerce, Bureau o f the Census; Montana
period 1990-1994. N ote that after accounting for the natural
Department o f Health and Environmental Sciences, Bureau of Records and
increase o f births over deaths, net migration into Montana was
Statistics; and The University of Montana, Bureau o f Business and Economic
Research.
about 39,500 over the four-year period. This recent and
substantial grow th follow ed a five-year slump in the state’
s
population.
The key population trend nationwide is immigration.
Almost 4.7 m illion legal immigrants entered the United States
F igure 5
between 1990 and 1994, a yearly rate m ore than double that o f
Per Capita Income, U.S. and M ontana, 1969-1994
the 1980s. Recent changes in immigration laws have fueled this
influx, and it’
s likely to continue. A ll U.S. population projec
tions have been raised; the projection for 2040 is n ow 75
million higher.
This has important implications. F or example, experts
suggest new immigrants may delay the Social Security crises.
That’
s because new immigrants tend to be younger and have
more children, thus augmenting the U.S. w orkforce just when
the postwar baby crop is scheduled to retire. Montana is bound
to attract som e o f the additional 75 million people, boosting
our population beyon d what w e otherwise might have
expected. And whether they live in this state or not, new
immigrants increase the demands on Montana’
s agricultural
Sources: U.S. Department of Commerce, Bureau of Economic Analysis;
and natural resource industries.
Bureau of Business and Economic Research, The University o f Montana;
and the WEFA Group.
Figure 5 compares statewide and national trends as to
another important lon g term indicator, per capita income.
N ote that after adjusting for inflation, Montana’
s per capita
incom e rose slightly faster than the U.S. rate during the 1970s,
government. W e’
ve show n agriculture on the graph because
dropped relative to national levels in the 1980s, and has picked
it’
s such an important industry, but w e’
ve excluded it from the
up a little ground so far in the 1990s. In 1994, Montana’
s per
graph’
s top line total because the extreme volatility w ould
capita incom e was 81 percent o f the national figure, the best it’
s obscure overall trends.
been in over a decade. Montana incomes aren’
t decreasing per
As y ou can see, Montana’
s nonfarm labor incom e peaked in
se; rather, incom e growth in the rest o f the country outstrips
1979 and was smaller in 1990 than it was in 1980. N ote that the
ours.
very recent sharp increases in nonfarm labor incom e are not
While per capita incom e is a g o o d gauge o f individual
matched by similar increases in the nonfarm basic industries. In
buying power, nonfarm labor incom e reflects the overall
stead, they’
ve been fueled by construction and service industry
production o f goods and services. It is equal to gross wages and
activity, which w e believe are not sustainable at current rates.
salaries, proprietors’income, and other labor incom e o f all
Thus, w e are forecasting somewhat slow er statewide grow th in
em ployed persons, except those w orking on farms and ranches.
1995.Q
Figure 4 shows Montana’
s total inflation-adjusted nonfarm
incom e over time, including the performance o f key sectors
Paul E. Polzin is director o f the Bureau o f Business and Econom ic
such as w o o d products, nonresident travel, and the federal
Research, The University o f Montana.
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Table 1
L abor Income in Selected Trade & Service Industries, Montana, 1990-1993
-----------Thousands o f 1993Dollars----------1990
Total nonfarmlabor income
Ag. services, forestry & other
Agricultural services
Forestry, fisheries & other

$7,981,727
73,941
61,067
12,873

Retail trade
Building materials & garden supplies
General merchandise stores
Food stores
Automotive dealers & service stations
Apparel and accessory stores
Home furniture& fixtures
Eating & drinking places
Miscellaneous retail

1991

1222

1222

$8,171,473 $8,577,863 $8,899,092
87,944
90,608
96,231
76,005
79,970
84,409
11,939
10,637
11,822

PercentChange
1990-1993
11.5
30.1
38.2
-8.2

1,045,184
68,474
97,170
184,949
187,517
32,695
65,871
241,858
166,651

1,100,800
73,799
93,717
189,195
196,855
39,595
65,161
279,273
163,205

1,166,540
83,890
105,414
197,266
209,376
35,557
55,268
302,025
177,743

1,214,352
87,042
114,778
196,463
222,228
36,401
57,446
315,691
184,303

16.2
27.1
18.1
6.2
18.5
11.3
-12.8
30.5
10.6

365,059
150,263
28,552
49,414
87,559
24,260
25,011

386,033
156,713
31,013
52,819
89,717
29,804
25,966

426,715
164,443
37,702
61,011
88,751
48,668
26,140

451,046
173,514
44,908
63,816
88,178
52,150
28,480

23.6
15.5
57.3
29.1
0.7
115.0
13.9

1,924,608
103,306
69,933
20,991
173,320
75,174

2,048,018
101,794
69,504
19,556
189,693
88,765

2,178,565
110,219
73,406
21,105
204,489
89,164

2,336,199
116,447
75,208
21,912
224,053
98,528

21.4
12.7
7.5
4.4
29.3
31.1

Miscellaneous repair services
Amusement & recreation places
Motion pictures
Health services
Legal services

40,111
71,977
15,455
796,315
136,078

39,177
96,074
37,807
832,497
132,932

40,086
108,014
17,921
891,223
142,167

43,149
120,862
28,254
942,584
143,229

7.6
67.9
82.8
18.4
5.3

Educational services
Social services
Museums & gardens
Membership organizations
Engineering & management services
Miscellaneous services

42,191
79,591
1,544
102,132
183,859
12,630

47,361
88,486
1,654
104,707
185,137
12,875

50,343
96,769
1,837
114,444
203,406
13,971

55,530
105,872
2,037
118,890
224,637
15,007

31.6
33.0
31.9
16.4
22.2
18.8

Finance, insurance & real estate
Depository & nondepository institutions
Security& commodity brokers
Insurance carriers
Insurance agents & brokers
Real estate
Other finance, insurance & real estate
Services
Hotels & other lodging places
Personal services
Private households
Business services
Auto repair & services

Note: Labor income includes wages and salaries, self-employment income, and other labor income (certain fringe benefits).
Source: Bureau of Economic Analysis, U.S. Department of Commerce.

Fastest Growing Industries
i)
2)
3)
4)
5)

6

Real estate
Motion pictures
Amusement and recreation places
Security & commodity brokers
Agricultural services
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6)
7)
8)
9)
10)

Social services
Museums & gardens
Auto repair & services
Business services
Insurance carriers

SERVICE INDUSTRY STATS

Table 2
Full-& Part-time Jobs in Selected Trade & Service Industries, Montana, 1990-1993
NumberofJobs
1222

P(:rcent Change
m fl-93

458,363
6,904
6,109
795

471,216
7,155
6,331
824

10.2
15.6
19.7
-8.3

83,094
3,507
7,253
11,303
10,099
3,115
3,286
27,756
16,775

86,693
3,807
7,757
11,486
10,634
3,257
3,303
28,944
17,505

89,501
3,902
8,346
11,423
11,343
3,220
3,319
29,747
18,201

15.0
17.0
21.1
5.5
12.9
8.1
9.3
13.9
24.9

26,126
6,092
886
1,725
4,042
10,298
3,083

26,957
6,235
859
1,811
4,352
10,925
2,775

26,800
6,427
952
2,028
4,091
10,803
2,499

27,051
6,560
987
2,088
4,087
10,914
2,415

3.5
7.7
11.4
21.0
1.1
6.0
-21.7

112,173
8,470
7,555
3,836
13,596
5,243

119,888
8,425
7,814
3,765
16,251
5,728

124,302
9,086
8,082
3,851
16,866
5,761

129,899
9,455
7,917
3,886
17,677
6,006

15.8
11.6
4.8
1.3
30.0
14.6

2,822
6,503
1,530
29,570
3,536

2,863
7,670
2,056
30,532
3,597

2,766
8,305
1,683
31,822
3,730

2,773
9,415
2,055
33,132
3,799

-1.7
44.8
34.3
12.0
7.4

3,890
7,161
145
7,577
9,741
998

4,221
7,867
163
7,647
10,479
810

4,146
8,534
182
8,341
10,414
733

4,445
9,213
184
8,447
10,753
742

14.3
28.7
26.9
11.5
10.4
-25.7

1990

m i

427,536
6,190
5,291
899

445,779
7,032
6,123
909

Retail trade
Building materials & garden suppl ies
Genera] merchandise stores
Food stores
Automotive dealers & service stations
Apparel & accessory stores
Home furniture& fixtures
Eating & drinking places
Miscellaneous retail

77,799
3,335
6,893
10,830
10,044
2,979
3,037
26,112
14,569

Finance, insurance & real estate
Depository & nondepository institutions
Security & commodity brokers
Insurance carriers
Insurance agents & brokers
Real estate
Other finance, insurance & real estate

Total nonfarm full-andpart-timejobs
Ag. services, forestry & other
Agricultural services
Forestry, fisheries & other

Services
Hotels & other lodging places
Personal services
Private households
Business services
Auto repair & services
Miscellaneous repair services
Amusement & recreation places
Motion pictures
Health services
Legal services
Educational services
Social services
Museums & gardens
Membership organizations
Engineering & management services
Miscellaneous services

1992

Source: Bureau o f Economic Analysis, U.S. Department ofCommcrce.

Fastest Growing Industries
i) Amusement & recreation places

2) Motion pictures

3) Business services
4) Social services
5) Museums & gardens

6)
7)
8)
9)
10)

Miscellaneous retail
General merchandise stores
Insurance carriers
Agricultural services
Building materials & garden supplies
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Table 3
L abor Incom e per Job in Selected Trade & Service Industries, Montana, 1990-1993
152ft

1993

Percent Change

$ 18,669
11,945
11,542
14,320

1221
$18,331
12,506
12,413
13,134

1222
$18,714
13,124
13,091
13,380

$ 18,885
13,449
13,333
14,347

1.2
12.6
15.5
0.2

Retail trade
Building materials & garden suppl ies
General merchandise stores
Food stores
Automotive dealers & service stations
Apparel & accessory stores
Home furniture & fixtures
Eating & drinking places
Miscellaneous retail

13,434
20,532
14,097
17,078
18,670
10,975
21,690
9,262
11,439

13,248
21,043
12,921
16,738
19,493
12,711
19,830
10,062
9,729

13,456
22,036
13,590
17,175
19,689
10,917
16,733
10,435
10,154

13,568
22,307
13,752
17,199
19,592
11,305
17,308
10,613
10,126

1.0
8.6
-2.4
0.7
4.9
3.0
-20.2
14.6
-11.5

Finance, insurance & real estate
Depository & nondepository institutions
Security & commodity brokers
Insurance carriers
Insurance agents & brokers
Real estate
Other finance, insurance & real estate

13,973
24,666
32,225
28,646
21,662
2,356
8,113

14,320
25,134
36,103
29,166
20,615
2,728
9,357

15,922
25,586
39,603
30,084
21,694
4,505
10,460

16,674
26,450
45,499
30,563
21,575
4,778
11,793

19.3
7.2
41.2
6.7
-0.4
102.8
45.4

Services
Hotels & other lodging places
Personal services
Private households
Business services
Auto repair & services

17,157
12,197
9,256
5,472
12,748
14,338

17,083
12,082
8,895
5,194
11,673
15,497

17,526
12,131
9,083
5,480
12,124
15,477

17,985
12,316
9,500
5,639
12,675
16,405

4.8
1.0
2.6
3.0
-0.6
14.4

Miscellaneous repair services
Amusement & recreation places
Motion pictures
Health services
Legal services
Educational services
Social services
Museums & gardens
Membership organizations
Engineering & management services
Miscellaneous services

14,214
11,068
10,101
26,930
38,484
10,846
11,115
10,649
13,479
18,875
12,655

13,684
12,526
18,389
27,266
36,956
11,220
11,248
10,147
13,693
17,667
15,895

14,492
13,006
10,648
28,007
38,114
12,143
11,339
10,094
13,721
19,532
19,060

15,560
12,837
13,749
28,449
37,702
12,493
11,492
11,071
14,075
20,891
20,225

9.5
16.0
36.1
5.6
-2.0
15.2
3.4
4.0
4.4
10.7
59.8

Wage & salary workers only
Real estate
Engineering & management services

13,030
27,374

13,206
27,063

13,721
28,081

14,425
28,315

10.7
3.4

All nonfarmworkers
Ag. services, forestry & other
Agricultural services
Forestry, fisheries & other

1990-93

Note: Labor income includes wages and salaries, self-employment income, and other labor income (certain fringe benefits).
Sources: Bureau o f Economic Analysis, U.S. Department of Commerce; and Montana Department o f Labor and Industry,

All lYade & Service Jobs are Not Equal!
H ighest Paying

Low est Paying

Security & com m odity brokers ($45,499)
Legal services ($37,707)
Insurance carriers ($30,563)
Health services ($28,449)
D epository & nondepository inst. ($26,450)

Real estate ($4,778)*
Private households ($5,639)
Personal services ($9,500)
Miscellaneous retail ($10,126)
Eating & drinking places ($10,613)

*Includes part-time workers with estimated self-employment income (orloss).
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Agriculture Forecast
by Alan E. Baquet

griculture continues to be M ontana’
s largest
basic industry. W hile the number o f farms
JB L rem ained relatively constant through the 1980s,
the last tw o years have seen a reduction in the number o f
farms—from 24,600 in 1992 to 23,100 in 1994. This 6 percent
reduction in the number o f farms has been accompanied b y a 6
percent increase in the average size o f all farms, from 2,439
acres to 2,584 acres. Thus total acres in farms have remained
relatively constant at approximately 60 m illion acres.
Montana agriculture generates cash receipts o f slightly m ore
than $2 billion. Livestock sales account for about 44 percent o f
this $2 billion, grain sales account for about 40 percent, and the
remaining 16 percent o f cash receipts com e in the form o f
government transfer payments.
Y ellow stone C ou n ty leads the state in total cash receipts and
in livestock cash receipts. Chouteau C ou n ty leads in cash
receipts from grain and associated government transfer pay
ments.

Figure 1
Livestock Production, Price, and R eceipts
Montana, 1953-1993

Source: U.S. Department o f Agriculture.

Major Commodities
Receipts, prices, and production levels for Montana’
s tw o
major agriculture com m odities are presented in Figures 1 and 2.
The prices and receipts have been adjusted for inflation and
indexed to the 1953 base year. As can be seen from Figure 1,
cash receipts from livestock have fluctuated considerably from
year to year, and are currently about 1.5 times the base year.
Livestock prices received b y M ontana producers have also
fluctuated over this 40-year period. In real terms, current prices
are slightly below the 1953 base year prices. Production per
cow has remained relatively stable over this time period. Thus,
the increase in total receipts is attributable to an increase in the
number o f livestock in Montana.
Wheat is the dominant crop in Montana agriculture,
accounting for 65 percent o f cash receipts from crops. Figure 2
shows wheat receipts, prices, and yields over the past forty
years. In real terms, prices have generally trended downward,
with notable exceptions in the early 1970s. Current wheat
prices, adjusted for inflation, are about 30 percent o f the 1953
base year price. As can be seen from Figure 2, wheat yields
fluctuate dramatically from year to year, but are generally
trending up at a rate o f about 1/2 bushel per year. The 1980s
saw tw o o f the w orst wheat yields in Montana’
s history: 1985
and 1988. Since then, state-wide yields have generally im
proved, but still vary from year to year. O ver the past 40 years
market receipts have trended downward on ly slightly, as the
increase in productivity has served to offset the downward
price trend. Acres planted to wheat have also declined from the

Figure 2
W heat Production, Price, and R eceipts
Montana, 1953-1993

Source: U.S. Department of Agriculture.

M ontana Business Quarterly/Spring 1995

9

MAJOR INDUSTRIES

Figure 3
A griculture Cash Receipts
Montana, 1953-1993

Source: U.S. Department o f Agriculture.

Figure 4
G overnm ent Payments as a Percent
o f Total C r o p Incom e
Montana, 1953-1993

1953 base year, further contributing to the reduction in total
receipts from wheat.
Total receipts from agriculture, after adjusting for inflation,
have varied from year to year but are remarkably close to the
1953 base year levels. Figure 3 show s government payments,
cash marketing receipts for crops, cash marketing receipts for
livestock, and total cash receipts. While cash receipts from both
crops and livestock show a modest downward trend, govern
ment transfer payments show an increase since the mid-1970s.
M ost o f the government transfer payments are associated with
grain production and, hence, serve to dampen fluctuations in
crop producers’incomes.
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Figure 4 shows the percentage o f total crop incom e attribut
able to government transfer payments. A high o f nearly 40
percent was reached in the mid-1980s. Currently, 29 percent of
total crop incom e com es in the form o f government transfer
payments. These payments d o not include crop insurance
indemnity payments which averaged about $31 m illion over
the past three years, or about 4 percent o f total crop income.
Governm ent payments and federally subsidized crop
insurance have been important risk management and incom e
enhancing tools for Montana crop producers. A m ajor reform
o f the crop insurance program occurred in 1994 and the current
farm bill (Food, Agriculture, Conservation and Trade Act o f
1990) is due to expire in 1995. These potential changes in
legislation give rise to a high level o f uncertainty regarding the
future sanctity o f a significant portion o f incom e for Montana
crop producers.
Fluctuations and trends in land prices closely follow the
pattern o f total receipts in Figure 3. The price o f agricultural
land increased in the 1970s, decreased in the late 1980s, and has
somewhat stabilized over the past few years.

Outlook
The current downward pressure on livestock prices is likely
to continue for the next tw o to three years. O n a national scale,
livestock production was at record levels in 1994. These levels
will carry forward and contribute to dow nw ard pressure on
livestock prices in 1995.
Wheat prices were relatively strong in 1994 because o f tight
U.S. supplies and relatively strong export demand. O n an
international basis, wheat production is expected to be down,
and consum ption up for 1995. The result is expected to put
upward pressure on wheat prices. In Montana, dry weather at
winter wheat seeding time caused many producers to reduce .
plantings. Thus, although winter wheat production may be
dow n next year, spring wheat and durum plantings likely will
increase to at least partially offset the decline.
Relatively high wheat prices lead to reduced government
payments for wheat producers. However, record national corn
production will reduce corn prices and increase government
payments to corn producers. A nd government payments to
farmers nationwide are expected to increase next year. This
will occur concurrently with the political debate accompanying
the next farm bill. This increase in total government payments
to farmers, accompanied by the current political climate o f
downsizing government, does not bode well for “
farmerfriendly”legislation. Recently enacted international trade
agreements (GATT and NAFTA) are expected to have only
m inor impacts on Montana agriculture. □

Alan Baquet is an associate professor in the Department o f
Agricultural Econom ics and Econom ics at Montana State Univer
sity.
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The Outlook for Travel
and Tourism in Montana
by Nancy Lee Menning

D

Figure 1

uring 1994, Montana's nonresident travel and
Nonresident Visitation to Montana
tourism industry continued to grow. H o w 
ever, som e areas within the industry were strong. Others
merely held steady o r declined.

As shown in Figure 1, 7.7 m illion nonresidents visited
Montana in 1994. These visitors spent an estimated $1.2 billion
in the state. W hile these numbers are impressive, grow th in
visitation has slacked o ff somewhat from levels in the late
1980s and early 1990s. Between 1987 and 1992, nonresident
visitation grew an average o f 5.8 percent annually. The rate fell
to 1.8 percent in 1993, and picked up a bit to 3.3 percent in
1994.
Visitation numbers reflect the nonresident travel co m p o
nent o f Montana’
s tourism and recreation industry. Revenues
from the 4 percent accom m odations tax are another important
indicator, but they reflect a somewhat different segment. For
one thing, a sizable portion (39 percent) o f nonresident travel
ers d on ’
t contribute to the bed tax because they d o n ’
t spend
even one night in a Montana hotel o r other facility collecting
the tax. F or another, residents w h o use commercial lodging do
contribute to the bed tax. So revenues from this tax reflect
travel b y both residents and nonresidents.
Figure 2 shows M ontana’
s accom m odation tax revenues for
fiscal years 1988 through 1994. N ote that total revenues were at
about $8.1 m illion in fiscal year 1994, representing a statewide
growth rate o f 6.8 percent over the previous year. Trends vary
significantly am ong the state's six tourism regions, however.
During fiscal year 1994, Custer and Y ellow stone (in the
southeast and southcentral parts o f the state) each posted an
11.3 percent rise in tax revenues while Russell C ountry (in
northcentral Montana) declined b y 1.4 percent.
If w e include inflation, total revenues from this source have
increased 78 percent statewide since the bed tax's inception in
1988. Overall increases in program revenues have not been
evenly distributed across the state. A m on g the six tourism
regions, Yellowstone C ountry saw the greatest increases, a
w hopping 122 percent. Glacier C ountry (from Glacier Na
tional Park south through Missoula and the Bitterroot Valley)

Source: Institute for Tourism and Recreation Research.

Figure 2
Accommodations Tax Revenues, by Fiscal Year

Source: Montana Department of Revenue
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revenues grew b y 85 percent At the other extreme, tax
revenues in the M issouri River C ountry o f northeast Montana
rose on ly 43 over the period.

F igure 3
O ccupancy Rates

R o o m rates and occupancy rates. A ccom m odations tax
revenues are reported in current year dollars and are unad
justed for inflation. Thus, revenue grow th reflects real changes
in visitation as well as inflation o f room rates. A ccording to
Smith Travel Research, Montana room rates increased 36.5
percent between 1987 to 1993. National rates on ly rose by 17
percent during that period. However, Montana room rates are
still $10 below the M ountain R egion average.
Figure 3 highlights a disturbing trend in Montana's lodging
sector—declining occupancy rates. 1994 was the third year in a
row o f statewide decline, while national and regional rates
both increased over the same period. O ccupancy rates are
affected by the number o f room s available (supply) and the
number o f overnight travelers desiring accommodations
(demand). Since 1991, room supply in Montana has increased
5.6 percent, but demand has on ly increased 1.3 percent. Thus,
declining occupancy rates may reflect recent construction in
the lodging sector that has outpaced growth in demand.
Canadian travel. A nother disturbing trend in the industry
is declining Canadian travel. A ccording to Statistics Canada,
Canadian travel to Montana was dow n 17.2 percent in 1993.
That decline continued in 1994, probably due in large part to
escalating exchange rates. The exchange rates reflect a generally
weak Canadian econom y, and travel may be further depressed
as a result o f a Canadian prom otion program that encourages
Canadians to travel within their ow n country, supporting
their ow n economv.

F igure 4
“The overall benefits o f tourism outweigh
the negative im pacts”

Sep-91

Dec-92

May-93 Sep-93

Dec-93

May-94

Source: Institute for T ou rism and Recreation Research.
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Sep-94

Source: Smith Travel Research

In summary, 1994 was one o f overall grow th in the travel
industry, but certain areas, such as Russell Country, and
certain markets, such as Canadian travel, show ed declines. In
addition, som e difficulties continued with respect to occu
pancy rates.

Outlook for 1995
Predictions o f a strong national econ om y and rising
consumer confidence levels suggest 1995 will be a go od year for
Montana travel. W e estimate real grow th statewide will be 3 to
5 percent, comparable to the expected national level. Future

F igure 5
“If tourism increases in Montana, the overall
quality o f life from M ontana residents
w ill im p ro v e”

Dec-94

Sep-91

Dec-92

May-93

Sep-93

Dec-93

May-94

Sep-94

Dec-94
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F igure 6
“In recent years, the state has becom e
overcrow ded because o f m ore tourists”

Source: Institute for Tourism and Recreation Research.

industry growth will depend on development and maintenance
o f tourism-related infrastructure and attractions, as well as
industry actions to build resident support.

Infrastructure and attraction development. In a recent
survey conducted b y the Institute for Tourism and Recreation
Research (ITRR), industry leaders overwhelmingly noted the
importance o f strong prom otion efforts as well as the need to
develop and maintain tourism-related infrastructure and
attractions. In recent years, accom m odations tax revenues have
been increasingly shifted from prom otion to development.
For example, the 1993 Legislature earmarked 6.5 percent o f
collected revenues for maintenance o f state parks. In addition,
Travel Montana's budget has shifted som e prom otion dollars
into an assessment process for communities to help identify,
evaluate, and design tourism development projects. Industry
leaders, as well as legislators and Montana citizens, continue to
discuss the best use o f accom m odations tax revenues to
support Montana's econ om y and residents' quality-of-life.

According to ou r surveys, m ost Montanans continue to
believe that the overall benefits o f tourism outweigh its
negative impacts (Figure 4). Fewer Montanans agree that
increased tourism means im proved quality-of-life (Figure 5).
And a significant m inority are beginning to feel tourism brings
overcrow ding (Figure 6). Negative responses seem strongest in
September, just after the dominant tourism season.
These patterns o f response suggest that tourism impacts and
their successful management are com plex matters. Montana's
tourism industry adopted a strategic plan in late 1992 that
began to recognize resident concerns about tourism develop
ment. While including obvious goals o f increasing tourism
equitably across Montana's six tourism regions and across all
four seasons, the plan also included goals related to resident
quality-of-life and protection o f Montana's natural, historic,
and cultural resources. In 1995 and succeeding years, the
industry will continue to implement actions and m onitor
progress toward the plan's goals and objectives. □

Resident attitudes toward tourism development. The
industry's long-term success depends on the support o f
Montana residents. IT R R has been m onitoring resident
attitudes toward tourism since 1991. Figures 4 through 6 show
statewide support levels over tim e for three statements about
tourism impacts.

Nancy Lee M enning is director o f the Institute fo r Tourism and
Recreation Research at The University o f Montana.
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Montana's Forest Products Industry
by Charles E. Keegan III
and Daniel P. Wichman
Figure 1
M ontana H arvest by Ow nership
1945-1994

M

ment, and labor income, Montana’
s 1993
and 1994 w ood products industry perfor
mance was considerably better than expected. Record high
prices have offset a good deal o f the expected impact o f limited
timber availability. However, timber availability remains
uncertain, especially from the national forests.
Despite statewide timber harvest declines o f more than 20
percent since the late 1980s (Figure 1), Montana-produced
w ood and paper products had a total sales value o f $1.34 billion
in 1993, a record even when adjusted for inflation (Figure 2).
Preliminary estimates suggest that even with declining produc
tion, 1994 sales will total about $1.4 billion.

Sources: Bureau of Business and Economic Research, The University of
Montana, Missoula, Montana; U.S. Forest Service, Region 1, Missoula,
Montana; and, Montana Forest and Conservation Experiment Station,
Missoula, Montana.

Figure 2
Sales Value o f Montana's W ood and Paper Products
1945-1994

Source: Bureau of Business and Economic Research, The University of
Montana, Missoula, Montana.
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Past projections suggested, given the declining timber
harvests, that industry employment would decline by 2,000 3,000 workers relative to the last half o f the 1980s. However,
industry employment in 1993 was essentially equal to the last

Figure 3
Industry Employment, Montana
1945-1994

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.

MAJOR INDUSTRIES
half o f the 1980s and was at the sixth highest level o f the last 50
years (Figure 3). Employment levels have declined in 1994 by
about 400 workers, from 11,600 to 11,200. Put simply, the
industry has em ployed increasingly more workers per unit
volume o f timber harvested in the 1990s. This recent increase in
labor intensity has been fueled primarily by high timber and
w ood product prices, coupled with

Figure 4
Em ployment per Million B oard Feet o f T im ber
Harvested in Montana's Forest Products Industry
1945-1993

* changes in harvest operations driven by social and
biological concerns,
* increased net log flow s into Montana,
* and som e increased secondary manufacturing driven by
increased local construction activity.
These factors caused employment per million board feet o f
timber harvested to return almost to the high levels o f the late
1970s (Figure 4).
Despite log price declines in the second and third quarters o f
1994, the average 1994 timber price will be a new record.
Lumber and other w ood product prices were volatile in 1994,
but remain at high levels (Figures 5 and 6). These high prices
are due to timber supply restrictions on public lands in the
western United States coupled with a relatively strong national,
economy.

Figure 5
Nationwide C om posite L um ber Prices
and M ontana National Forest Sawtimber
Stum page Bid Prices, 1985-94

Sources: Random Lengths, Eugene, Oregon; U.S. Forest Service, Region 1,
Missoula, Montana.

Figure 6
Montana's National Forest Average
W inning Bid Stum page Prices, 1945-1994

Source: Derived by the Bureau of Business and Economic Research, The
University o f Montana, using information from the U.S. Forest Service
Region 1, Missoula, Montana.
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Figure 7
Estimated Stum page Receipts for
Purchased M ontana Timber, 1985-94

Source: Derived by the Bureau o f Business and Economic Research, The
University of Montana, using information provided by the U.S. Forest
Service, Region 1, Missoula, Montana.

In addition to supporting a more labor intensive industry, high
prices yielded over $140 million to sellers o f timber in 1994
(Figure 7). Revenue to nonindustrial private forestland (NIPF)
owners continued to increase, and even when adjusted for
inflation, at $75 million represents a nearly seven-fold increase
from the mid-1980s.

Outlook
Markets. Higher interest rates should lead to slightly lower
levels o f single family home construction in 1995, but other
components o f construction activity should be up. Federal timber
supplies nationwide will remain at only a fraction o f the level o f
the last 25 years.
Given a relatively strong econom y and continued constraints
on supply, 1995 lumber and other w ood product prices should
remain high but perhaps not as volatile as in 1993 and 1994.
Montana timber prices in 1995 will probably not continue the
sharp pace o f increase o f the last three years, but should be well
above historic levels.

16

M ontana Business Quarteriy/Spring 1995

T im ber Supply in Montana. Tw o ownerships hold the key to
future timber availability: nonindustrial private lands and the
national forests. If prices remain high, recent record harvest
levels should continue on NIPF lands.
The current national forest timber target in Montana would
indicate only a small decline in the size o f the industry if all
targeted timber sells. The current target is less than half the late
1980s’timber targets. Current targets appear modest given the
current high prices that support more socially and biologically
acceptable timber harvest operations.
However, there is enormous uncertainty over future harvest
levels on the national forests due to continuing constraints
involving threatened and endangered species protection, appeals
and litigation and cumulative impacts o f past harvesting, as well
as a plan to reorganize the U.S. Forest Service.□

Charles E. K eegan III is director o f forest industry research at
the Bureau o f Business and Econom ic Research, The University
o f Montana. D aniel P. Wichman is the bureau's research
assistant.
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Population, Income and Tax Trends
in Montana's Trade Center Counties
by Stanley A. Nicholson and Paul E. Polzin

property tax, seems to track the trend.
But this general trend is far from simple.
Unlike the state incom e tax where rates
are uniform across Montana, property
tax mills can be set by hundreds o f
separate taxing districts—schools, city
and county governments, port authori
ties, etc.

■ urs is hugely rural state
W com pared with m ost
others. But in terms o f
population and income, M ontana’
s
growth is increasingly concentrated in
its seven “
urban”o r trade and service
center counties, incorporating the cities
o f Billings, Missoula, Great Falls,
Kalispell, Bozeman, Helena, and Butte.
T o be sure, the rest o f Montana includes
som e solid and prosperous small tow ns
—Lewistown, for instance, w hich was
profiled in the Summer 1994 Quarterly.
However, Montana’
s 49 rural counties
together n ow account for less than half
the state’
s population and probably on ly
a third o f its total labor income.

So it’
s well to remember that the
grow ing gap between Montana’
s urban
and rural counties masks a tremendous
variability within both subgroups. It
also points to som e tough choices ahead.
W e w on’
t be recommending new
policies here, nor d o w e analyze what’
s
happening in individual rural counties.
Instead, after som e general comments
and statewide comparisons, w e focus on
the com position and change—in popula
tion, income, and tax base—for the seven
trade center counties. That’
s dataintensive enough for one article.

D oes the state tax system reflect
Montana’
s increasingly urban popula
tion, the concentration o f econ om ic
activity in cities? O u r single most
important (and confusing) tax, the

Statewide Trends
Earlier in this issue w e look ed at
statewide population change. Briefly,
Montana’
s population increase has
outstripped the national rate over the
past four years—an annual average o f 1.7
percent here com pared with a U.S. rate
o f 1.4 percent (Table 1). Overall, the
seven trade center counties accounted for
40,000 o f the state’
s total 57,000 popula
tion grow th (natural increase plus net
migration) from 1990 to 1994. If you
include the so-called satellite portions o f
certain adjacent counties such as north
ern Ravalli near Missoula and northern
Jefferson near Helena, population
grow th is even m ore concentrated in our
urban areas.
Montana’
s incom e also increased
substantially in the early 1990s, after a
decade o f near stagnation. Per capita
income, o r the buying pow er o f

Table 1
Population, C om ponen ts o f Change, and Percent Change, M ontana and Selected Areas, 1990-1994
Population
1990
1994
Cascade
Flathead
Gallatin
Lewis and Clark
Missoula
Yellowstone
Butte-Anaconda
Rest o f Montana
Montana

77,691
59,218
50,463
47,495
78,687
113,419
44,219
327,873
799,065

81,200
67,300
57,800
51,600
85,600
122,500
45,100
345,000
856,100

Vital Statistics
Births
Deaths

Natural
Increase

5,300
3,200
2,800
2,600
4,400
6,800
2,300
18,600
46,000

2,700
1,100
1,700
1,100
2,200
3,100
200
5,500
17,600

2,600
2,100
1,100
1,500
2,200
3,700
2,100
13,100
28,400

Annual Percent
Change, Population,
Net
1990-1994
Migration
800
7,000
5,600
3,000
4,700
6,000
700
11,700
39,500

1.1
3.2
2.4
2.1
2.1
1.9
0.5
1.3
1.7

Note: Totals may not add due to rounding.
Sources: U.S. Department o f Commerce, Bureau o f the Census; Montana Department of Health and Environmental Sciences, Bureau of
Records and Statistics; and The University of Montana, Bureau o f Business and Economic Research.

M ontana Business Quarterly/Spring 1995

17

LOCAL PROFILES

Figure 1

Montana Taxable Values, 1987 - 1994

W e can't dig into the tax situation
without first acknowledging that our
w ork here ow es much to others, particu
larly D o u g Young, w hose excellent
study o f statewide property taxes
appeared in the Winter 1994 Quarterly,
and Kenneth Morrison, form er adminis
trator o f the Tax Assessment Division at
the Montana Department o f Revenue,
w h o provided invaluable assistance with
data and graphics.

Source: Montana Department of Revenue, Biennial Reports.

Figure 2

Montana Tax Base, 1987 and 1994
1987

Source: Montana Department of Revenue, Biennial Reports.
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individuals, grew, as did nonfarm labor
income, a measure o f overall econom ic
activity. (See graphs on pages 2-5.) N ot
all Montanans are sharing in this general
improvement, however. As with
population, incom e grow th is concen
trating in urban counties while rural
areas gradually lose people and business
to the state’
s larger cities.

1994

Generally speaking, tax bases are
shrinking in rural counties, while they
have grow n in urban counties. Before we
examine these internal differences in
m ore detail, a few observations about
the overall direction o f Montana’
s
taxable values. Figure 1 show s the
plunge when natural resources were
removed from the taxable base in 1990.
Since then, statewide values have
increased with reappraisals and new
construction, although they have not yet
regained 1987 levels. Values grew most
where the econ om y grew most—in
urban counties, and m ore so in the west
than eastern part o f the state.
C om position o f the tax base tells
another part o f the story (Figure 2).
Comm ercial and residential property
taxes went from about a third o f the
statewide base in 1987 to nearly one half
the base in 1994. Montana’
s mostly
small businesses and homeowners now
pay directly a larger share o f the prop
erty taxes. Figure 3 attaches actual 1994
revenues to the tax pie. N ote that at $675
million, 1994 property tax revenue was
almost double the revenue from state
incom e tax.
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So where d o these hundreds o f
millions in property tax revenues end
up? M ostly in public schools. As Figure
4 shows, revenues to city and county
governments have remained fairly
stagnant over the past six years—actually
declined if w e account for inflation—
while property tax revenues allotted to
education shot up b y about $140 million.
Keep in m ind that significant population
growth has meant rising enrollments,
and that recent legislative action has
further increased sch ools’financial
dependence on property taxes. M ore
over, after accounting for inflation and
enrollment increases, spending on
Montana sch ools has actually declined
slightly over the past several years
M ontana Business Quarterly, Autumn
1994, p. 22).
Finally, although mill levels statewide
rose b y about 50 percent over the last six
fiscal years, here t o o the trends are
different for urban and rural counties.
Between 1987 and 1994, the overall tax
base o f the seven urban counties grew by
19 percent; for the 49 rural counties, it
fell by 27 percent. This tremendous gap
was partially offset b y m ore rapid
increases in rural mills and somewhat
slower rises in urban mills. C om binin g
these tax values and mill trends, total
property tax levied in the urban seven
jumped 52 percent over the period, from
$237 m illion to $361 million, while the
rural 49 grew a m ore m odest 20 percent,
from $261 m illion to $314 million.
We hope this brief overview o f a
complex web o f interrelated factors sets
readers thinking about Montana’
s tax
system. W ith m ore than half the 1994
revenues for cities, counties, and schools
coming from property taxes, are we
perhaps dangerously dependent on a
single source? Given changing popula
tion and econ om ic factors—not to
mention the changing federal-state fiscal
relationships—are w e painting ourselves
into a corner?

Figure 3

Montana Tax Revenues Levied, 1994

Source: Montana Department of Revenue, Biennial Reports.

Figure 4
M o n ta n a P r o p e r t y T a x e s L e v ie d b y L o c a l E n tities, F Y 1989 -1995

Source: Montana Department of Revenue, Biennial Reports.
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Billings
Figures 5 & 6
Nonfarm L abor Incom e and L abor Incom e in
Basic Industries, Yellow stone County, 1969 - 1997

L abor Incom e in T rade C enter Activities,
Yellowstone County, Selected Years

Sources: Bureau o f Economic Analysis, U.S. Department of Commerce; and Bureau of Business and Economic Research, The University o f Montana.

Montana’
s largest city, Billings, is the
hub o f Yellowstone County. Net
inmigration was 6,000 between 1990 and
1994, bringing total county population
to 122,500. Trade center activity is the
largest com ponent o f its econ om ic base,
projected to account for nearly half the
county’
s labor incom e b y 1997 (Figure
5). In addition to retail trade facilities
such as R im rock Mall, this urban center

also includes the state’
s on ly sizable—
and growing—wholesale trade sector
(Figure 6). After wholesale trade, health
services is the next largest com ponent o f
Billings area trade activities.
As Figure 7 shows, Yellowstone
C ounty’
s taxable values fell with the
“
energy bust”in the late 1980s, but
regained the loss by 1994. Solid increases

Figure 7 Yellowstone

County Taxable Values, 1987 - 1994

Source: Montana Department of Revenue, Biennial Reports.
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between reflect a construction b oom and
reevaluation o f properties. Despite these
year-to-year variations, the components
o f this urban county’
s tax base have
remained quite stable over time (Figure
8). Business equipment has becom e
somewhat m ore important while
commercial properties became relatively
less so.
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Figures 9 and 10 focus explicitly on
property tax trends in this urban area.
Mills rose b y m ore than one-third
between FY 1989 and FY 1995, with
over 75 percent o f that goin g to schools.
Property owners paid 46 percent m ore
in total taxes, and $21 m illion o f the
resulting $29 m illion increase went to
schools. Incom e grow th during the same
period—42 percent—didn’
t quite match
property tax growth, but did outpace
the 25 percent rise in inflation.
Overall, property taxes in
Yellowstone C ou n ty appear m ore
balanced than in other urban centers.
Essentially, this county is less dependent
on residential property taxes for its
revenues. City-specific property taxes
haven’
t really grow n in recent years, but
Billings n ow receives approximately $3
million in video gaming revenues.

Figure

8

Yellowstone County Tax Base, 1987 and 1994
1987

1994

Source: Montana Department o f Revenue, Biennial Reports.

Figure 9

Yellowstone County Mills, FY 1989 - 1995

Source: Montana Department o f Revenue, Biennial Reports.

Figure

10Yellowstone County Taxes Levied, FY 1989 - 1995

Source: Montana Department of Revenue, Biennial Reports.
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Missoula
Figures 11 & 12
Nonfarm L abor Incom e and L abor Incom e
in Basic Industries, M issoula County, 1969 - 1997

L abor Incom e in Trade C en ter Activities,
M issoula County, Selected Years

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; and Bureau o f Business and Economic Research, The University
of Montana.

Missoula’
s countyw ide population
has been the state’
s second largest for
several years now, though the city-only
census trails that o f Billings and Great
Falls. But the western third o f the state is
growing rapidly. M issoula C ou n ty ’
s net
inmigration o f 4,700 between 1990 and
1994 contributes to its average annual
population grow th rate o f 2.1 percent.

Figure 13

Incidentally, neighboring Ravalli
C ounty added 5,700 residents over this
period, which means “
greater Missoula”
may be the fastest grow ing urban center
in Montana.
Missoula has emerged as a true
regional trade center as well. Local
econ om ic trends used to be highly

Missoula County Taxable Values, 1987 - 1994

Source: Montana Department of Revenue, Biennial Reports.
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influenced b y the w o o d products
industry, but n ow trade center activities
account for the largest share o f the base
(Figure 11). Missoula is not a hotbed o f
wholesale trade per se. But businesses
serving other businesses in a wholesale
like relationship—lawyers, accountants,
communication specialists—are the
largest and fastest grow ing com ponent of
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its trade center activities, accounting for
probably 40 percent o f associated labor
income b y 1997 (Figure 12). Incom e
from health care services and retail trade
makes up most o f the remainder.
The tax picture is consonant with
Missoula’
s increasing trade and service
center activity. Taxable values were
unaffected b y the 1990 energy bust, and
have grow n considerably since then
(Figure 13). However, M issoula’
s base is
rather unbalanced in that residential and
commercial properties n o w make up
two-thirds o f its total tax base (Figure
14). The comparable figure is 58.2
percent in Yellow stone C ou n ty and 46.2
percent statewide.
In addition, Missoula mill levels are
high compared with other counties, and
they grew b y 25 percent from 1989 to
1995 (Figure 15). Overall, total property
taxes paid b y Missoula C ou n ty property
owners rose 53 percent between FY 1989
and FY 1995. A t the same time, personal
income in the county grew on ly 46
percent and inflation was 25 percent.
Figure 16 shows that here too, schools
are the main beneficiaries, accounting for
$18 million o f the $24 m illion increase.
Taxes levied by the county have been
stable; consequently, they have fallen in
real terms. C ity levies have increased,
but this partly reflects new annexation
o f neighborhoods.

Figure 14

Missoula County Tax Base, 1987 and 1994
1987

1994

Sou rce: Montana Departm ent o f R evenue. Biennial Reports.

Figure 15

Missoula County Mills, FY 1989 - 1995

Source: Montana Department o f Revenue, Biennial Reports.

Figure 16

Missoula County Taxes Levied, FY 1989 - 1995

Source: Montana Department of Revenue, Biennial Reports.
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Great Falls
Figure 17 & 18
Nonfarm L abor Incom e and L abor Incom e in
Basic Industries, C ascade County, 1969 - 1997

L abor Incom e in Trade C enter Activities,
C ascade County, Selected Years

Sources: Bureau o f Economic Analysis, U.S. Department of Commerce; and Bureau of Business and Economic Research, The University o f Montana.

Cascade C ou n ty population estimates
for 1990-1994 show a net inmigration o f
800, contributing to a 1.1 percent
average annual growth in total popula
tion. This relatively slow pace is re
flected in labor incom e patterns as well
(Figure 17). While Great Falls has
traditionally been Montana’
s second
largest trade center, our projections

Figure 19

show that it will shortly be passed by
Missoula. Labor incom e associated with
Cascade C ou n ty trade center activity
declined from 1982 to 1987, primarily
due to a loss o f wholesale trade, though
retail trade and finance, insurance, and
real estate also declined. This indicator
has stabilized since then, and w e expect
renewed growth in the near term—not

Figure 18 show s the com position and
change in Cascade C ou n ty trade center
activities. Nonhealth services are the
largest component, accounting for more
than a third o f the total. The next
largest com ponent is finance, insurance

Cascade County Taxable Values, 1987 - 1994

Source: Montana Department of Revenue, Biennial Reports.
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enough, however, to overtake rapidly
increasing Missoula.
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and real estate, an unusually high
proportion for this category com pared
with Montana’
s other trade centers, and
probably reflecting the headquarters o f a
regional brokerage house and other
financial firms.
O n e final note about the econ om ic
base o f this urban county. T h e federal
government announcement just at press
time suggested that perhaps 1,000 o f the
roughly 5,000 jobs at M alstrom A ir
Force Base w ou ld be cut. W e have not
altered our projections, however,
because this decision is not final, n or has
any timetable been set. In any case, we
do not expect significant reduction
before 1997, when our forecast period is
over.

Figure 20

C ascade County Tax Base, 1987 and 1994
1987

1994

Source: Montana Department of Revenue, Biennial Reports.

Figure 21

C ascade County Mills, FY 1989 - 1995

As with other urban centers, Cascade
C ounty’
s property taxes provide the
most important source o f revenue for
local entities—$27 m illion for schools in
1994, and $16 m illion for local govern
ments. Between 1987 and 1994, taxable
values increased b y 16 percent (Figure
19). Figure 20 shows that the base has
grown increasingly dependent on
residential property taxes and less so on
utility and railroad properties.
Mill levels have remained quite stable
in Cascade C oun ty over the past several
years (Figure 21). T otal property taxes
paid increased 19 percent between FY
1989 and FY 1995, but personal incom e
in the county grew b y 32 percent.
(Contrast this relationship with most
urban counties in Montana, where taxes
grew faster than incomes.) O f the $7
million increase in Cascade C ou n ty
levies, $5 m illion went to schools
(Figure 22). Overall, taxes levied b y local
governments have been considerably less
than inflation, which was 25 percent for
the period. Increases for sch ools have
been roughly equal to inflation.

Source: Montana Department o f Revenue, Biennial Reports.

Figure 22

C ascade County Taxes Levied, FY 1989 - 1995

Source: Montana Department o f Revenue, Biennial Reports.
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Kalispell
Figures 23 & 24
Nonfarm L abor Incom e and L abor Incom e
in Basic Industries, Flathead County, 1969 - 1997

L abor Incom e in Trade C enter Activities,
Flathead County, Selected Years

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; and Bureau of Business and Economic Research, The University of Montana.

Since the 1980s, Flathead C ounty has
perennially led the state in population,
income, and property tax growth. Net
inmigration between 1990 and 1994 was
7,000, the largest o f all counties in the
state. The overall population increase
averages 3.2 percent annually. W ood
products and primary metals refining

Figure 25

(the Colum bia Falls aluminum plant)
have been the largest components o f its
econom ic base (Figure 23). By 1997, we
anticipate nonresident travel will also be
am ong the largest basic industries. We
suspect that a go od portion o f the
Flathead’
s estimated trade center
activity is tourist-related, since, except

Y ou can see Flathead C ou n ty’
s
overall grow th reflected in its taxable
values (Figure 25). These increased 47
percent over the period 1987-1994,

Flathead County Taxable Values, 1987 - 1994

Source: Montana Department of Revenue. Biennial Reports.
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for Lincoln County, there is little rural
hinterland for Kalispell merchants to
serve (Figure 24).
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outstripping the statewide pace and all
other urban Montana counties. As
Figure 26 shows, residential and com 
mercial property taxes n ow account for
a full three-fourths o f taxable values.
Countywide mills rose 12 percent
between FY 1989 and FY 1995 (Figure
27), with half the increase in the current
tax year.
Overall, property taxes paid have
risen 67 percent, slightly trailing incom e
growth, which was 71 percent. O f the
$21 million increase between FY 1989
and FY 1995, $15 m illion went to
schools (Figure 28), partly a reflection o f
rising enrollments. C ity taxes levied
have trailed the inflation rate o f 25
percent over the period, and county
taxes have just kept pace, so have fallen
on a per capita basis.

Figure 26

Flathead County Tax Base, 1987 and 1994
1987

1994

Source: Montana Department of Revenue, Biennial Reports.

Figure 27

Flathead County Mills, FY 1989 - 1995

Source: Montana Department of Revenue, Biennial Reports.

Figure 28

Flathead County Taxes Levied, FY 1989 - 1995

Source: Montana Department of Revenue, Biennial Reports.
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Bozeman
Figures 29 & 30
Nonfarm L abor Incom e and L abor Incom e in
Basic Industries, Gallatin County, 1969 - 1997

L abor Incom e in T rade C enter Activities,
Gallatin County, Selected Years

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; and Bureau of Business and Economic Research, The University o f Montana.

Between 1990 and 1994 Gallatin
C oun ty’
s population grew faster than
any other urban area in Montana, a 3.4
percent annual average rate. The largest
single com ponent o f its econ om y is
Montana State University, which
accounts for about one quarter o f basic
labor incom e (Figure 29). As with the
Flathead, m ost o f Gallatin C ou n ty ’
s

Figure 31

estimated trade center labor incom e is
associated with retail activity (Figure
30). O u r estimating methods can’
t
distinguish between dollars spent by
people from Boulder, Montana, and
those visiting from Boulder, Colorado,
but w e d o suspect that tourists account
for a sizable portion o f Gallatin
C ou n ty’
s retail activity. W e project that

trade center activities and nonresident
travel together will account for just over
36 percent o f the local base by 1997.
A lso like Flathead, Gallatin C ounty’
s
taxable values have grow n significantly,
42 percent between 1987 and 1994
(Figure 31). Residential property values
overwhelmed other parts o f the tax base

Gallatin County Taxable Values, 1987 - 1994

Source: Montana Department of Revenue, Biennial Reports.
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during the same period, accounting for
54 percent o f the total by 1994 (Figure
32). Gallatin C ou n ty mills grew from
340 to 403 over the last six fiscal years
(Figure 33). N early three-fifths o f that
increase came in the current tax year.
Taxes levied and paid b y Gallatin
C ounty property owners rose b y 71
percent between FY 1989 and FY 1995.
Countyw ide personal incom e grow th
lagged at 61 percent, while inflation was
26 percent. O f the $16 m illion overall
increase in taxes paid, $12 m illion went
to schools, which have seen rising
enrollments during the period (Figure
34). O n a per capita basis, taxes levied for
local governments have n ot kept pace
with inflation.

Figure 32

Gallatin County Tax Base, 1987 and 1994

Source: Montana Department o f Revenue, Biennial Reports.

Figure 33

Gallatin County Mills, FY 1989 - 1995

Source: Montana Department of Revenue, Biennial Reports.

Figure 34

Gallatin County Taxes Levied, FY 1989 -1995

Source: Montana Department of Revenue, Biennial Reports.
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Helena
Figures 35 & 36
Nonfarm Labor Income and Labor Income
in Basic Industries, Lewis & Clark County, 1969 - 1997

Labor Income in Trade Center Activities,
Lewis & Clark County, Selected Years

Sources: Bureau o f Economic Analysis, U.S. Department of Commerce; and Bureau o f Business and Economic Research, The University o f Montana.

Lewis and Clark C ou n ty ’
s population
grew steadily between 1990 and 1994, at
an average annual rate o f 2.1 percent.
State government accounts for over 40
percent o f its econ om ic base (Figure 35).
Helena is not known for shopping, and
retail trade is on ly a small portion o f its
estimated trade center activity (Figure

36). Nonhealth services are far more
im portant, much o f that accounted for
b y one large engineering consulting firm.
O n e firm—a health insurance company
headquarters—may also dominate the
other large com ponent o f Helena’
s trade
center activity, finance, insurance and
real estate.

Lewis and Clark C ou n ty ’
s taxable
values increased 16 percent overall
between 1987 and 1994 (Figure 37). O f the
$11 million growth, $7 m illion came in
1993 with reevaluations and new proper
ties added to the tax rolls. As with most
urban counties, Lewis and Clark’
s tax
base has becom e increasingly dependent

Figure37 Lewis & C lark County Taxable Values, 1987 - 1994

Source: Montana Department of Revenue, Biennial Reports.
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on residential and commercial property
and less so on utilities and railroads
(Figure 38).
Countyw ide mills to o k a jum p in
1990, from 307 to 412 in one year; mill
levels have remained fairly steady since
then (Figure 39). Overall, property taxes
paid grew by 68 percent between FY
1989 and FY 1995, while personal
incom e in the country lagged at 41
percent, and inflation was 25 percent.
Here t o o schools have been the main
beneficiary, accounting for $11 m illion
.of the $14 m illion increase (Figure 40).
Expressed as taxes per capita, levies for
local governments have not kept pace
with inflation.

Figure 38

Lewis & C lark County Tax Base, 1987 and 1994
1987

1994

s o u r c e : M ontana D epartm ent o f R evenu e, Biennial R ep orts

Figure 39

Lewis & C lark County Mills, FY 1989 - 1995

Source: Montana Department o f Revenue, Biennial Reports.

Figure40j^ew|s ^ Q ark County Taxes Levied, FY 1989 - 1995

Source: Montana Department o f Revenue, Biennial Reports.
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Butte-Anaconda
Figure 41
Nonfarm Labor Income and Labor Income in
Basic Industries, Butte-Silver Bow and
Anaconda-Deer Lodge County, 1969 - 1997

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; and
Bureau of Business and Economic Research, The University of Montana.

The go od news is that Butte’
s
econom y hit bottom in 1990 and is
picking up again. Least populous o f
Montana’
s urban centers, Silver BowDeerlodge County's average annual
population increase o f .05 percent
between 1990 and 1994 lagged the
statewide rate. Nonfarm labor income,

Figure 42

which measures overall econom ic
activity, declined through most o f the
1980s (Figure 41).
However, Butte’
s revitalizing
econom y is much changed from the
Anaconda Com pany days. Mining and
smelting activities are projected to

account for on ly about 13 percent o f the
base. At slightly over a third o f the total,
labor incom e associated with Montana
Pow er headquarters is the largest
component, follow ed b y education and
institutions at about 16 percent. O ur
estimating methods reveal n o trade
center activity in the Butte-Ananconda

silver Bow County Taxable Values, 1987 - 1994

Source: Montana Department of Revenue. Biennial Reports.
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area. That doesn’
t mean n o on e shops in
Butte, on ly that local spending by
nonresidents is m ore than offset b y Butte
residents shopping elsewhere.
O u r study period com es after Silver
Bow C ou n ty ’
s w orst econ om ic declines,
so the property tax picture seems
remarkably stable. As Figure 42 shows,
taxable values grew by 42 percent
between 1987 and 1994. Values to o k a
jump in 1989—an anomaly am ong urban
counties, and probably associated with
Butte’
s large port authority project—and
received another b oost from reevalua
tions in 1993. C om ponen ts o f the tax
base have remained quite stable over the
period as well, again unlike the experi
ence o f other urban areas (Figure 43).

Figure 43

Silver Bow County Tax Base, 1987 and 1994
1987

1994

Source: Montana Department o f Revenue, Biennial Reports.

Figure 44

Silver B ow County Mills, FY 1989 - 1995

However, as Figure 44 shows, mill
levels have been anything but stable.
And com pared to other counties, they
are very high. Overall, property taxes
paid in Silver B ow C ou n ty increased by
48 percent between FY 1989 and FY
1995. D uring that same period personal
income in the county grew b y on ly 33
percent, and inflation was 25 percent. As
in every other urban county, schools
have absorbed the lio n ’
s share o f addi
tional taxes—$5 m illion o f the $9
million.O
Source: Montana Department o f Revenue. Biennial Reports.

Stanley A. Nicholson is a consulting
economist with the bureau and directs the
Montana Fiscal Forums. Paul E. P olzin is
the bureau director.

Figure 45 silv er

B ow County Taxes Levied, FY 1989 - 1995

Source: Montana Department of Revenue, Biennial Reports.
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Chairm an o f G overn or's T ask F orce R eports:

Downsizing Government Could Save Millions
by Shannon H. Jahrig
Note: Francis Bardanouve and Gary Buchanan spoke at the
20th Annual Econom ic Outlook Seminars, sponsored by the
Bureau o f Business and Econom ic Research, The University o f
Montana. The follow in g is taken from their comments.

F

rom Washington to Helena, the legislative
branch has becom e Republican because Ameri
cans are discontent with big government,
unhappy with government regulations, and “
damn mad”about
the cost o f government, according to Francis Bardanouve, the
retired fiscal dean o f the Montana Legislature.
In Montana, the Republican party has a rare opportunity to
put an imprint on government for years to come.
“
The com bination o f rosy financial health, no tax increases,
and the m ost popular governor in modern times seems to
assure the Republicans’control for several years,”Bardanouve
says. A clause in the Constitution that allows the public to
vote on a form o f local government every 10 years should give
Republicans a chance stir things up a bit.
And that’
s just what Gary Buchanan has been doing for the
past year o r so. As chairman o f G overnor Racicot’
s Task Force

to Renew Montana Government, Buchanan and 15 others have
com e up with recommendations that he says will save Montan
ans millions. The task force’
s theory is this:
“
W e think there is to o m uch administrative hierarchy in
Montana government and not enough direct service. W e need
to remember w hy w e have governments in the first place and
keep the focus on service. W e need well-trained, adequatelypaid teachers, not m ore assistant superintendents. W e need
cops on the beat, not m ore chiefs and desk sergeants. W e need
m ore university professors teaching classes, not m ore chancel
lors and assistants to the com m ission o f higher education. We
think the state should set local governments free to innovate
and make the kinds o f changes that w ork for their com m uni
ties.”
Three questions popped up as the task force reviewed all
levels o f government:
1) Are w e over-managed?
2) Are w e over-represented?
3) Is it true that never have so few been governed by
so many?

Su garplu m s D an ce B efore Republicans' Eyes
A long-tim e o b serv er o f M ontana politics took a look into his
crystal ball (actually a light fixture pu rch a sed at Wal-Mart) and
m a d e a prediction a b o u t th e 1996 gubernatorial election: "Unless
G overn or Racicot th row s his w ife o ff th e Capitol D o m e a n d it is
fou n d that h e has a h arem o f five oth er w ives h id den s o m e 

years o f service— will assure him that h e will n o t b e o n w elfare
after retirement."
B ardanouve believes that Racicot will a lso b e u n d er pressure
at a national level to run for th e Senate.
"Sugarplum s are d a n cin g b e fo r e Republican ey es that they

w h e r e in Helena, w e don't ev e n h ave to co u n t th e votes o n

n ot on|y will con trol C on gress after th e 1996 election, but that

election e v e to s e e w h o w o n th e governor's race, if h e is a

they will d efea t th e D em ocratic can dida te for president. I said

candidate. I said, if he is a candidate."
Francis Bardanouve. retired fiscal d e a n o f th e Montana
Legislature, predicts that Marc Racicot will run against Max
Baucus for th e U.S. Senate sea t Baucus currently holds.
"By a n d large, th ere is m o r e prestige to b ein g a U.S. Senator
than b ein g governor, especially in a small state like Montana.

D em ocratic candidate. I d id n o t say President Qinton. It d e p e n d s
o n h o w well President Clinton perform s in th e next tw o years
w h eth er h e will receive th e nomination."
"The Republicans will g o all out, a n d m o n e y will b e n o
co n ce r n to retain con trol o f th e Senate. I a m su re that th e
kingmakers o f th e Republican party are look in g at every incum 

G overn or Racicot is fairly y o u n g with a y o u n g family a n d h e must

b en t D em ocratic sen ator a n d w h ich o n e s th ey co u ld defeat.

provide for his family. H e is personally n ot w ealthy a n d th e salary

They will desperately try to find th e stron gest Republican

o f Montana's go v e r n o r — b e in g th e low est in th e U.S.— gives him

app oin tm en t to w in th e Dem ocratic seat. This is w h e r e G overn or

n o opportun ity to provide for his financial security. The salary o f a

Racicot enters th e scen e. N o oth er Republican in M ontana will

U.S. Senator is substantial, a n d th e pen sion — ev e n after a fe w

even c o m e c lo se in popularity to Racicot. Th e hierarchy o f the
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Buchanan’
s answer to all o f these questions is “
absolutely yes.”
O ver the past decade, many Montana businesses have
restructured—particularly at management and administrative
ends—but little has been done at the state and local govern
ment level, Buchanan says.
“
H o w many people d o y ou k n ow in businesses w h o used to
be the assistant manager o r the manager and n ow they’
re at the
front desk selling parts? This is one o f the ways Montana
businesses and corporations nationwide have tried to
downsize, and government might get a few ideas from the
private sector. In m y business (finance), we keep salesmen and
brokers and try to get rid o f managers like me because brokers
and salesmen make m oney and managers cost money.”
Follow ing are som e o f Buchanan’
s com m ents about
downsizing government:

"Before EM C was renamed MSU Billings, the college was
adm inistered by a department head, deans, a few vice presidents, a
president, several deputy commissioners, an d a commissioner.
Since then, we are now governed by department heads, deans, a
vice chancellor, a chancellor, a president in Bozeman, several vice
presidents in Bozeman, several deputy commissioners, and a
commissioner. I had hoped the restructuring w ould make the
adm inistration m ore compact an d responsive, but as it is, a new
layer o f adm inistration has been added. This preposterous chain o f
com m and w ill so com plicate even the solution to the least prob
lem. The development o f any program w ill cost so much that true
business and education w ill be stym ied even m ore than in the
past. ”

1)
Education. Montana needs to have incentive programs
for teachers that reward them financially for teaching instead
of for going into administration. W e d on ’
t need m ore assistant
superintendents. In many cases w e d on ’
t need superintendents
at all. There are many counties in the state that are sharing
superintendents, but not athletics. O n ce a school has a football
team, the high sch ool gym is the Montana shrine. And w e’
re
not going to change that. Schools can share superintendents
and still keep their ow n athletic programs.
Higher Education. A letter titled, “Watered D ow n Beer,”
from an M SU professor made a big impact on the task fo rce’
s
recommendations for higher education. The gist o f the letter
was that the efforts to restructure the Montana University
System appear to have com plicated administration even more.

The Montana University System ’
s management infrastruc
ture should support a student load four times its current size.
Yet, we are dreadfully short o f professors. W e overfeed
administration and underfeed teaching. The task force thinks
the system should be com pletely reorganized. T he governor
went further than w e did. H e said, ‘
w e need a boss o f regents, a
boss o f public education, a boss o f the com m issioners office, a
boss o f superintendent o f public education. Put one person in
charge and not have any board.’This w ou ld save $2 million off
the top and convert it to teaching opportunities. W e have
delegated the tw o university presidents and w e still spent $1.1
m illion on the com m issioners office in Helena. That building
should be turned into a teaching annex and that $1.1 million
should be spent to buy 10 new assistant professors.

party in W ash in gton will o f co u r s e k n ow this. Terrific pressure will

The letter says:

ca n b e defeated, m a y b e in cu m b en cy is n o lo n g e r as important.

b e b ro u g h t o n Racicot to run for Senate. Calls will b e co m in g
from th e national chairman. Sen ator Dole, G e o r g e Bush,

■ The recen t re-election o f Senator C on ra d Burns m ay have

pow erful govern ors, a n d s o m e o f America's richest fat cats—

d estroy ed th e tradition o f M ontanans alw ays electin g D em ocratic

even N ew t Gingrich, if h e hasn't w o r n o u t his popularity. Even

senators.

th e stron gest personalities will find it hard to resist su ch pres
sure."
An election b e tw e e n Baucus a n d Racicot w o u ld b e a clo se
race, B ardanouve says, a n d h e su m m e d u p th e ca m p a ign
b etw een th e t w o this way:

■ The recen t Republican landslide w a s pu t to g e th e r b y a
n e w coalition— main line Republicans, th e Christian Right, the
g u n lobbyists, th e anti-abortion elem ent, th e co w b o y s, the
miners, th e lo g g e r s a n d th e p e o p le w h o are "dam n" a n gry at
g o v ern m en t (govern m en t b e in g Democrats).

■ Baucus will h ave a sizable financial ca m p a ig n fund, but
with th e Sen ate u n d er Republican control, m o n e y m ay n o t flow

■ N am e recogn ition will n o t b e an issue sin ce Baucus and

in as freely as b e fo r e to a D em ocra t— ev e n if h e is an incumbent.

Racicot are both s o w ell known. Racicot has o n e advantage...

Racicot's m o n e y b a g will p roba bly equ a l Baucus's dollar for

he'll b e in M ontana year rou n d wh ile Baucus will often b e tied

dollar. The total sp en t by b o th can didates m ay m ake this race the

u p in W ashington. Both are lawyers, s o th e anti-lawyer issue will

m ost costly election in M ontana's history.

n o t o ccu r as it d id in th e Burns-Mudd cam paign.

• Both can didates are h igh class persons. Baucus is and

B ardanouve th en lo ok ed into his crystal ball to find the

Racicot w ould be r e sp e cted in th e Senate. Baucus has the

w in n er o f th e p rojected Sen ate race. "Sorry, you'll h ave to wait

adv an tage o f incum bency. However, if th e Speaker o f th e H ou se

until November, 1996, th e ball's t o o hazy."
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desk sergeants, shift commands, under-sheriffs, deputy chiefs,
2) State G overnm ent. Consolidate the health and human
and sheriffs, w e could put six to nine m ore cops on the beat in
service functions o f the state government into a single state
any one shift.
agency. A new department, the Department o f Public Health
What about som e o f the positions w e elect? W e elect
and Human Services, w ou ld consolidate the majority o f
something that’
s probably necessary—a county surveyor.
programs currently administered b y the Department o f Social
What on earth d o w e elect a Republican o r D em ocrat surveyor
and Rehabilitation Services and the Department o f Family
Services and the public health functions currently administered for? Y ou tell m e the essence o f a Republican platform for
county surveyors. D oes a Republican sur
by the Department o f Health and Environ
veyor narrowly construe the dimensions o f
mental Sciences. Transfer mental health
an acre in a typical conservative historical
programs from the Department o f Correc
P ull the paternalis
manner? D oes a D em ocratic surveyor
tions to this new department.
tic strings o f state
construe it in a m ore liberal, expansive way?
Restructure the departments o f State
t be elected, it should
This position sh ou ldn ’
Lands, Natural Resources and Conservation,
governm ent o ff local
be privatized.
and Health and Environmental Sciences in a
governm ent and give
D ow n sizin g sounds great, but it’
s not
way that separates natural resource manage
always easy to do, according to Francis
ment functions from natural resource
local citizens the
Bardanouve.
regulatory functions. Specifically, manage
authority to levy local
“
Everyone says, ‘
cut dow n the costs o f that
ment functions should be consolidated
taxes.
damn government—it costs to o much.’Why
within one agency k n ow as the Department
d o w e always have a difficult time reducing
o f Natural Resource Management, and
- Gary Buchanan
regulatory functions should be consolidated
and dow nsizing the budget? I’
ll tell you
why. Every night before y ou people in the
into a single agency—the Department o f
Missoula com m unity go to bed, y ou say your
Environmental Quality. Both natural
resource industry people and environmentalists like this
prayers. Y ou b ow you r head....
proposal because it streamlines and solidifies both o f those
important aspects.
"Oh please Lord, please, give President C linton the wisdom not
Consolidate the offices o f lieutenant governor and secretary
to remove that forest service regional office. You know it ’
s
o f state and give the lieutenant governor something to do. I
necessary. You don ’
t want to dow nsize our forest service. A nd
say this in jest—Lieutenant G overnor Rehberg supports us.
please G overnor Racicot, please, couldn’
t you fin d som e money to
H e’
s not the first lieutenant governor w h o w asn’
t given
widen North Reserve Street? A n d tell me Racicot, there is a lot o f
something to do. Ted Schwinden was the last lieutenant
new money in the highway department’
s budget. C ou ldn ’
t you
governor given som ething to d o b y the governor and he beat
overhaul Malfunction Junction? A n d please—above all, above all
the governor in the primary. So there might be a g o o d reason
—remember The University o f Montana. It’
s vital to Montana
the governor doesn ’
t give the lieutenant governor something
and we need more money at the university. Lord, w on’
t you help
to do.
G overnor Racicot fin d m ore money fo r the university? It costs
billions, and we could use a few m ore millions. Oh Lord, give the
Reduce the size o f the Legislature b y 15 to 20 percent.
pow er to Newt Gingrich to cut out all wasteful spending programs
Montana is incredibly over-represented, but it’
s a luxury we
in Montana. A ll across Am erica there are wasteful programs—we
seem to enjoy. The fastest grow ing staff in the state govern
have to cut the program s out. A nd please help reduce this wasteful,
ment is the legislature.
bureaucratic spending. Amen.
3) Local G overnm ent. Pull the paternalistic strings o f
state government o ff local government and give local citizens
Everybody sees that w e should cut bureaucratic waste, as
the authority to levy local taxes. F or example, if Billings wants
lon g as its in som eone else’
s backyard.0
to im pose a tax to clean up pollution, let them d o it. A lot can
be done by giving local government m ore power. Another
example: By com bining Great Falls and Cascade C ounty
Shannon H. Jahrig is publications director at the Bureau o f
management and government functions—not street sweepers,
Business and Econom ic Research, The University o f Montana.
cops, ticket maids, and tree cutters, but commissioners,
executives to the commissioners, surveyors etc.—w e can save
$1.5 million per year. In Billings, w e could save $2 million; in
Bozeman $1 million. Y our local review commissioners should
be looking at cutting administrative costs and, if not rebating
taxes, at least providing services. Likewise, by com bining the
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B O A R D O F D IR E C T O R S
Dr. W illiam B. Beyers

University o f Washington
Mr. R ay M. B rou gh ton

Economic Consultant
Dr. Kenneth L. Casavant

Washington State U niversity
Mr. M ichael H. Ferguson

Announcing the 29th Annual

Pacific Northwest Regional Economic Conference

ChiefEconomist

May 4-6, 1995
Holiday Inn Parkside
Missoula, Montana

Mr. B o b Fox

Alberta Economic Development
and Trade
Mr. Arthur A. H am isch

Economic Consultant
Mr. L oy d H enion

Oregon Dept, o f Transportation
Mr. D onald W. H oi ley

Ore-Ida Foods, Inc.

The prestigious Pacific Northw est Regional Conference, bringing together leading experts from
Montana, Idaho, Washington, Oregon, Alaska, British Columbia, and Alberta, will address these issues:

Mr. W illiam P. Jeske

Economic Consultant
Mr. D. C. Law less

B. C. M inistry o f Finance
and Corporate Relations
Dr. James M cR ae

*

Natural and human resource issues

*

Canada, Mexico, and the United States—N A F T A impacts

*

Local and regional grow th management

*

Diversification and competitiveness

*

Taxes, spending, and the environment

*

Impacts and analysis o f citizen fiscal initiatives

*

N ew forecasting and impact analysis techniques

University o f Victoria
Dr. G. H. M attersdorff

Lewis and C lark College
Mr. Law rence H. Meric

University ctfIdaho
Dr. D avid E. M errifield

Western Washington U niversity
Dr. Lynn O. M ichaelis

Weyerhaeuser Company
Dr. John M itchell

U. S. Bancorp
Dr. R ay M. N ortham

Oregon State U niversity
Dr. Belinda K. Pearson

Economic Consultant
Dr. Paul E. P olzin

University o f Montana
Dr. Anthony M. R u fo lo

Portland State U niversity
Mr. Charles L. Sauvie

Portland, Oregon
Ms. Penny Schlueter

Lane Community College
Dr. M ichael J. Scott

Featured Speakers ^
B ob Gannon, president o f the Montana Pow er Com pany, will discuss
“
Everything Y ou Always Wanted to K now A bout Electric Pow er Deregu
lation but W ere Afraid to Ask.”

BatteUe P acific NW Laboratories
Charles S k oro

Boise State University

E m ory Castle, O regon State University, n oted environmental economist.

Dr. Paul E. Som m ers

Northwest P olicy Center
Dr. H. Joe Story

Pacific University

R o g e r Bull, Pacific Northwest Region, Seattle, “
Think Regionally, Act
Globally: D ow nsizing the Foundations for Fun and Profit.”

Dr. W. T. T n iiov e

Northwest Power Planning C ouncil

Registration details available from the Bureau o f Business and E con om ic Research, The University
o f Montana, Missoula, Montana, 59812. Phone (406) 243-5113. Fax (406) 243-2086.
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